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The present study attempts to provide empirical evidence on the relationship between the three facets of 
entrepreneurial initiatives and rural entrepreneurs business performance. The entrepreneurial initiatives 
considered in the study are business support, networking support, and financial support.  Toward this end, 
a survey among 183 rural entrepreneurs was carried out. Self-reported measures were used to obtain data 
pertaining to government entrepreneurial initiatives and rural entrepreneurs’ business performance.  The 
multiple regression analysis was used to ascertain the proposed relationships and it was found that only 
networking support had statistically significant relationship with rural business performance.  However, 
business support and financial support were not related with business performance.   Discussion on the 
findings is highlighted, so as the implications for practice and future research. Limitations of the study are 
also discussed.   
 




In Malaysia, the government has taken several initiatives as efforts to provide supportive and conducive 
business environment for rural entrepreneurs. Some of the initiative is Rural Economy Funding Scheme 
(SPED).  The SPED is a special funding scheme for rural entrepreneurs to purchase machines or 
equipments that helps to upgrade the business or industry.  In addition, this funding scheme does not only 
act as the capital for purchasing or procuring raw materials, but also for renovating or upgrading the 
business or industry premises.  More specifically, the objectives of SPED are: 





 To upgrade rural entrepreneurs so they become more dynamic, competitive and resilient as well 
as to boost their commitments. 
 To provide funding facilities for rural Bumiputera entrepreneurs in order to help improve the rural 
economy. 
 To provide a collateral-free funding scheme with a low installment rate. 
 To increase the involvement of rural Bumiputera entrepreneurs in rural economic activities in 
order to create rural residents who are potential and dynamic entrepreneurs in Bumiputera Trade 
and Industry Community (MPPB). 
 
In addition, Rural Transformation Centre (RTC) is also one of entrepreneurial initiatives for rural 
entrepreneurs.  RTC is a site to implement integrated initiatives, which has been introduced by the 
government under the National Blue Ocean Strategy 4 (NBOS4). These initiatives will be executed in 
RTC and within 100km radius of RTC. The implementation, cooperation and support of eight initiatives 
are led by various Ministries. For instance, in the execution of the initiative 4, which is the processing of 
agro-food products, the operators are supported with product development through branding, labeling, 
packaging and certification with the help of from various agencies, including the Federal Agricultural 
Marketing Authority (FAMA), MARDI and Health Department.  finally, Skim 
PemasaranProdukUsahawanBumiputera in Hypermarket (KPDN-HEP) is also introduced by the 
Government.  The aim of this scheme is to help and introduce products of Bumiputera entrepreneurs in 
hypermarkets.  It also gives opportunities for Bumiputeraentreprenuers to sale and penetrate their 
products in global market either nationally or internationally.  In addition, this scheme does not only give 
several advantages to entrepreneurs to obtain high return, but also as a marketing platform for Bumiputera 
entrepreneurs to do business in collaboration with foreign hypermarkets as well as to develop strong 
business networking with them. 
 
The entrepreneurs have been facing great significant problems and constraints for several years in the 
issue of government entrepreneurial initiatives for rural or micro entrepreneurs. According to Norhaziah 
and Mohd Noor (2011), various challenges faced by SMEs have been identified in Malaysia particularly 
small businesses in rural areas such as low productivity levels, inconsistent supply of raw materials, low 
and inefficient production levels, out-dated processing methodologies and equipment, poor quality of 
food products and product packaging, poor hygiene and sanitary practices, lack of product development 
and marketing know-how. This is very much aligns with a report by Bank Negara that states less than 10% 
of the 518,996 SMEs undertake some form of marketing and promotion activities. SMEs in the 
manufacturing sector engages actively in marketing and promotion, followed by services and agriculture 
sectors, and constraints faced by SMEs in obtaining finance (“Status and performance of Small and 
Medium Enterprises”, 2006) 
 
The previous researches on factors contributing to the success or growth of rural entrepreneurs have 
focused primarily on the entrepreneurial, managerial or other personality attributes of business owner. 
However, little is known about the influence of government initiatives on rural entrepreneur business 
performance in Malaysia.  Most of these researches have been highlighted and discussed descriptively on 
the opportunities and constraints faced by the micro entrepreneurs (Abd. Razak, Hassan, Kamariah& Wan 
Fauziah, 2012; Mohd Noor &Mohd Rafi, 2010; Nurbani, Susan, Jian& Noor Ashikin, 2011; Radiah, 
MohdRosli&Azid, 2009).  For example, several studies have been conducted by employing descriptive 
nature of study, and less efforts have been done to examine its relationship (Abd. Razak et al., 2012; Hoe, 
Filzah, Hin&Norashidah et al., 2012).  Thus, empirical research on the influences of these government 
interventions on rural entrepreneurial activities, and the sustainability of entrepreneurial actions is very 
restricted, especially when related to rural entrepreneurs’ business performance. To address this gap, the 
present study focuses on the influences of government entrepreneurial initiatives, namely, business 






LITERATURE REVIEW  
 
 
Relationship between Business Support and Rural Business Performance 
 
Government’s influence and supports for entrepreneurship is very crucial in promoting entrepreneurial 
development in order to guarantee rural entrepreneur’s future business success.Government support is 
vital to cultivate SMEs expansion and authorized aspects are used in selection operating resolution in 
order to guarantee SMEs upcoming business achievement. Based on their actions, government 
substantially influences the economic and non-economic opportunities that are essential in creating the 
conditions that lead to the development of business ventures (Skuras, Caldas, Meccheri, 
Psaltopoulos&Viladomiu, 2003). In this sense, they mentioned that, government could influence the 
market mechanisms and make them function efficiently by removing conditions that create market 
imperfections and administrative rigidities. They can also create an "enterprise culture" that enables firms 
to take reasonable risks and seek profits.  
 
With regard to the links between business support support and business performance, there have been 
many attempts by previous scholars to provide a clear, comprehensive and theoretically anchored 
framework linking marketing role and firm’s business performance (Morgan, 2012).  For instance, 
according to Mastura (2012), poor marketing has always been recognized as a problem faced by small 
businesses. Marketing support provided by the government has been crucial in assisting rural 
entrepreneurs (Hoe et al., 2012). Marketing accessibility is one of the aspects in marketing support which 
is crucial for rural entrepreneur’s success. This is represented by good networks with supermarkets, 
accessibility of products into supermarkets and tourist centres, establishing good networks with 
wholesalers and retailers, offering comparable quality of products, penetrating niche market, and grabbing 
market opportunities (Pech& Cameron, 2006).  Moreover, an extra measurement of the environment is 
the governmental and supporting environment. Overall, these showed that the government’s in many 
countries actively contemplates measure, both at the local and state levels, where it stimulates 
entrepreneurial activities and ensures adequate financing and advices are present to back up business 
formation. Based on above discussion, the following hypothesis is proposed: 
 
H1: Business support has positive influence on business performance. 
 
Relationship between Networking Support and Rural Business Performance 
 
Business networking is another aspect of government’s support to assist rural entrepreneurs. Networking 
means having connection between entrepreneurs and government officers in charge of business assistance 
besides establishing networks with financial institutions and other business associations (Pech& Cameron, 
2006). Besides being able to build networks of relationships, resources have become the most important 
asset for every entrepreneur in order to grow their business, to gain visibility and to achieve 
competitiveness. Rural entrepreneurs can thrive when they have access to business networks or social 
networks (Singh, 2000). Through social networking, entrepreneurs can have' access to relevant 
information, technology, financial and non-financial resources and also to business contacts which are 
vital for their inclination toward entrepreneurship or for the entrepreneurial success and sustainability 
(Granovetter, 1992; Burt, 1997). Van de Ven, Hundson, and Schroeder (1984)found that high performing 
entrepreneurs tended to be more extremely oriented and maintained a broad and complex network of 
ongoing relationship with people both inside and outside of the firm. A number of previous research 
studies (e.g., Aldrich & Zimmer, 1986; and Ostgaard&Birley, 1996) revealed that positive relationship 




are often recognized as suitable areas for forming effective networks. Regarding the limitations that rural 
entrepreneurs face in gaining resources, networking is addressed as an important business dimension. 
Networking encapsulates an entrepreneur’s communicating activities with people, attending relevant trade 
events, gathering information regarding business activities in order to do business plan and performing 
marketing activities (Gilmore, Carson & Rocks, 2006). Nevertheless, the research evidences that relates 
to rural entrepreneur’s networking are inadequate. This is true especially in terms of marketing activities, 
or the need for developing networks by rural entrepreneurs in doing marketing. In sum we can 
hypothesize that rural entrepreneur with a good network would be able to attain higher business 
performance. Based on above discussion, the following hypothesis is proposed: 
 
H2: Networking support has positive influence on business performance. 
 
 
Relationship between Financial Support and Rural Business Performance 
 
Almost every entrepreneur needs a substantial finance input. The financial resources for starting 
entrepreneurs are important. Small entrepreneurial firms including micro-businesses like rural 
entrepreneurs represent a strikingly large portion of the Malaysian economy. Basic indicators such as 
GDP growth, job creation, innovation rate, and wealth accumulation all depends to a great extent on the 
success of newly founded organizations constantly revitalizing Malaysian markets. Given the collective 
size and dynamism of this sector of the economy, the role of financial institutions in funding such firms 
has become a central area of research and debate. This is further strengthen by claims that having a weak 
collateral position and being unable to access to financial support are major problems that hinder the 
growth of a rural entrepreneur (Hisrich&Fulop 1994). In today’s business world where consumer’s credit 
and other types of credits being offered by banking sectors in developed and developing countries, it is a 
challenge for the rural entrepreneurs to access finance in Malaysia. It is clear that the role of banks is to 
provide financial assistance that help resolve problems to obscure small businesses like what rural 
entrepreneurs are venturing (Berger &Udell, 1994). This could be explained by a number of factors that 
may affect the financial institution’s ability to provide credit to rural entrepreneurs. For example, they 
may be oriented towards lending transactions and providing capital market services to large corporate 
clients. Another explanation could be that these financial institutions are also often headquartered at great 
distances from rural entrepreneurs (Berger, Klapper&Udell, 2001).  It is argued that funding will have a 
large impact on the rural entrepreneur’s success, as loans constitute a major source of entrepreneurial 
financing (Robb & Robinson, 2014), and early-stage credit may enable rural entrepreneurial ventures to 
invest in value-creating opportunities and achieve necessary scale. The unavailability of funding to rural 
entrepreneurs may result in self-fund using retained earnings or by having recourses to family wealth.   
Based on above discussion, the following hypothesis is proposed: 
 
H3: Financial support has positive influence on business performance. 
 
 
RESEARCH METHODS  
 
Population, Sample and data collection method 
 
The population for this study are rural entrepreneurs who have been involved in micro business in 
Peninsular of Malaysia. The total population in this study is five-hundred rural entrepreneurs 
(DirektoriUsahawanDesa, 2013), who participated in the Rural Entrepreneurs Carnival organized by the 
Ministry of Rural and Regional Development. Table 1 shows the total numbers of rural entrepreneurs and 
its main products.Five-hundred rural entrepreneurs who participated in the Rural Entrepreneurs Carnival 




The rural entrepreneurs in the present study were involved in a diverse range of businesses such as 
cosmetic, craft, herbs, food and drinks, agriculture, and textile, among others. Prior to data collection, 
written permission from the carnival organizer to collect data from rural entrepreneurs was obtained. 
Questionnaire was used as the main data collection technique. They were distributed randomly to 
participants during the carnival. The participants were told about the purpose of the study and its 
significance to solicit their voluntary response. Once agreed to participate in the study, the participants 
were asked to complete the questionnaire within three days, after which we returned to the carnival to get 
the questionnaire from them. 
 



















In this study, business performance is operationalized as financial performance (business profit).  
Entrepreneurship training was operationalized as various education and training programs for 
entrepreneurs that focus on ensuring growth and feature development of the business (Petridou&Glaveli, 
2008).   
 
Business support is operationalized as the government’s initiatives in providing good business 
infrastructure, implementing right business policies for rural entrepreneurs, controlling domestic 
economic conditions and supplying enough raw materials (Rogoff et al., 2004). Business support was 
measured using five items adapted from Rogoff et al., (2004), and Stevenson & St-Onge (2005). All items 
employed a five-point scale ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree”.  Examples of 
items included ‘provide conducive business infrastructures and facilities’ and ‘raw material supplies’. 
 
Business networking is operationalized as specific sets of relations amongst various groups or actors that 
requires links between key players in business (Aldrich &Zimner, 1986). This construct was measured 
using four items adapted from Rogoff et al., (2004), and Stevenson & St-Onge (2005). All items 
employed a five-point scale ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree”.  Examples of 
items included ‘business networking with entrepreneur development agencies’ and ‘good relationships 
with business associations’. 
 
Financial support is operationalized as the management of credit and delivery of fund (Stevenson & St-
Onge, 2005).  Financial support was measured using ten items adapted from Stevenson & St-Onge (2005). 
All items employed a five-point scale ranging from ‘1’ “strongly disagree” to ‘5’ “strongly agree”.  









With reference to gender composition, the sample was made up of 132 (72.13%) females and 51 (27.87%) 
males. The statistics are not surprising because there are other studies that show similar distributions 
(Fatimah, MohamadAzahari, &Tamkin, 2013; Musdiana& Noor Zahirah, 2011; Radiah et al., 2009).  In 
general, female entrepreneurs are the dominant players especially in micro and small businesses in 
Malaysia (Hoe et al., 2012). In terms of marital status, 53.0% are married, 45.9% are single, while 1.1% 
are divorced.  As for education, majority of the respondents have completed SPM and Diploma (25.7%), 
followed by degree (15.8%) and SRP (9.3%). On average, 39.9% of the respondents had four to seven 
years of experience in running their business, where majority of them were involved in food business 




Reliability is a test that tests how consistent an instrument measures the concept it is supposed to measure 
(Sekaran, 2003). Bohrnstedt (1970) added that the reliability of the measurement item refers to which part 
of a measurement items variance can be explained by the underlying factor. The results also show that the 
Cronbach alpha values of the measures for business support (0.844), networking support (0.754), and 









No. of items 
Business support 0.844 5 
Networking support 0.754 4 





To test the research hypotheses, multiple regression technique was used. Prior to employing this analysis, 
all assumptions related to regression were checked and no serious violations were found on issues of 
linearity, normality, homoscedasticity, and independence of error terms. Table 3 shows the result of 
multiple regression analysis. The findings revealed that two variables had statistically significant 
relationship with rural business performance, with networking support recording the highest beta value (β 
= .317, p < .05).  However, financial support (β = -.267, p < .05) was significantly negative relationship 
with business performance, and business support was not significant. Based on these results, H2 was 
accepted, and H1 and H3 were rejected. 
 



























The main objective of the present study was to investigate the influence of business support,networking 
support and financial support on business performance of rural enterprises. In general, the regression 
analysis result seems to support the model, suggesting that government support is an important element 
for rural enterprises to succeed, hence adding to the growing literature on the role of government support 
and assistance to entrepreneurs.  
 
The study found business support did not significantly explain the variances in rural business 
performance. In other words business support is not related to the rural entrepreneur’s business 
performance.  Below are several possible reasons to explain the finding.Firstly, it has been highlighted 
that the lack of coordination among the government service providers is the major possible explanation. 
Prior to the 2004 cabinet formation, there was a designated ministry that looked after all the 
entrepreneurship and cooperative development known as Ministry of Entrepreneurship and Cooperative 
Development (MECD). During this time all entrepreneurship activities for small, medium, and micro 
enterprises including rural entrepreneurs were properly coordinated and managed. However, the 
landscape in coordination and managing entrepreneurial activities in Malaysia changed the role of the 
Ministry when it was assigned to another ministry after the 2008 General election. Therefore, the agencies 
under MECD were placed in various ministries that included the funding and functionality aspects. As 
such this could result in the role overlap or role ambiguity which may be answering the lack of 
coordination.  
 
A positive relationship existed between networking support and rural entrepreneurs’ business 
performance because rural entrepreneurs received good support from many parties such as government, 
and public sector agencies in various parts of business need such as support from entrepreneur 
development agencies and financial institutions.  With this, the government has continued focussing 
attentions to empower entrepreneurs in the rural areas in efforts to stimulate the nation's economic growth.  
In order to achieve this aim, the government through AmanahIkhtiar Malaysia (AIM) and TekunNasional 
(TEKUN) has consistently made efforts to help and develop local entrepreneurs.  For example, RM12.1 
billion has been spent by AIM and TEKUN to help 686,000 local entrepreneurs in the year 2013. Of the 
total, 565,400 or 82% of them are entrepreneurs from rural areas. In addition, between the year 2006 to 
2013, the government has spent RM3.2 billion through the Rural and Regional Development Ministry and 
implementing agencies such as MARA, Kedah Development Authority, Johor Tenggara Development 
Authority and Terengganu Tengah Development Authority to implement various entrepreneurial 
programmes in rural areas such as technopreneurs development, integrated marketing, advisory services, 
entrepreneurial skills training and strategic business networking.  Thus, the presence of business 
networking initiatives has been seen as a good platform to promote the emergence of new growing 
business among rural entrepreneurs. Based on all these initiatives, this particular finding does not show 
any surprise results. 
 
With regard to the relationship between financial support and rural business performance, this finding 
shows that financial support is significantly related to rural business performance. Microcredit finance 




new markets in the rural areas, and most importantly, creation of a class of micro-entrepreneurs. However, 
this study found significantly negative relationship between financial supports with rural business 
performance.  One of the possible reasons is financing constraints.  The financing problems faced by 
SMEs especially the micro entrepreneurs still persist due to facilities package made by the banks, high 
cost of borrowings, high banks charges and fees, and high legal documentation fees. In addition, micro 
enterprise with small financing amount and being a small company will not be able to get financial 
assistance from the bank.  Nurbani et al. (2010) added that, 55% of small business entrepreneurs failed to 
get financing from the bank because they do not understand the procedures involved in the loan 
application. Due to these constraints, most of the micro entrepreneurs seek other financing alternatives 
with low interest rates or other financing package that suits their business needs.  In addition, some of the 
rural entrepreneurs do not rely on the government’s financial supports as their main source of funding.  
As a whole based on the justified reasons, it could be concluded that negative direction between financial 




In sum, despite the limitations, we have provided some insights into the role of government support on 
business performance of rural entrepreneurs. Factors affecting the success of business amongrural 
entrepreneurs were examined. It was pointed out that their business performance wasinfluenced by the 
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